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Introduction
The issue of German unemployment durations has received considerable attention in the recent literature. Prominent examples include Hunt (1995) , Hujer/Schneider (1996) , Schneider/Hujer (1997) , Steiner (1997 Steiner ( , 2001 , Plaßmann (2002) , Fahrmeir et al. (2003) , Fitzenberger/ Wilke (2004) , Lüdemann et al. (2004) and Wilke (2004) . While past contributions were usually based on the German Socio-Economic Panel (GSOEP), the more recent literature has used a relatively new data set, the employment sample of the Institute for Labour Market and Employment Research (IABS). In her influential article, Hunt (1995) used the GSOEP to evaluate the effects of increased maximum entitlement periods of unemployment benefits on the duration of unemployment. She concluded that the reforms increased the unemployment duration for certain age groups, but generally found it difficult to establish a statistically significant relationship between maximum entitlement periods and unemployment duration. Hujer/Schneider (1996) also used the GSOEP to study different aspects of unemployment duration in Germany. They found a unimodal pattern of duration dependence, where the re-employment hazard first increases and then decreases with elapsed unemployment duration. Hujer/Schneider (1996) also obtained that older workers had more difficulty escaping unemployment than younger workers, and that the length of the maximum entitlement period had a significant but very small negative effect on re-employment hazards. By contrast, Schneider/Hujer (1997) were not able to detect any statistically significant relationship between maximum entitlement periods and unemployment duration. Steiner (1997) considered remaining entitlement instead of maximum entitlement periods, but obtained the implausible result that lower remaining entitlement periods decreased re-employment hazards.
Starting with Plaßmann (2002) , researchers have increasingly used the IABS as the data base for their analyses. Using a similar setup as Hunt (1995) , Plaßmann (2002) established significant reform effects for the same age groups as Hunt (1995) and for additional age groups (older workers). Similar to Hunt (1995) , Plaßmann (2002) provided no direct evidence for a relationship between maximum entitlement periods and unemployment duration but employed a difference-in-difference approach comparing how certain age-groups fared before and after the reform. Also based on the IABS, Fahrmeir et al. (2003) estimated a sophisticated semi-parametric Bayesian model for unemployment durations. They confirmed results found earlier in the literature that older workers face lower re-employment hazards, 1 that individuals receiving unemployment assistance ('Arbeitslosenhilfe', ALH) have longer total unemployment duration than those receiving unemployment benefits ('Arbeitslosengeld', ALG), and that the temporal structure of unemployment spells is characterized by negative duration dependence over wide ranges. More recently, Fitzenberger/Wilke (2004) have pointed out that the finding of Hunt (1995) and others that longer entitlement periods increased the unemployment durations for some age groups during the 1980s and 1990s might not necessarily be due to disincentive effects for worker who are still looking for a job.
They argued that instead the exit rates out of the labor force seem to have increased due to stronger incentives for early retirement. Koenker/Geling (2001) criticize the use of sensitive parametric assumptions in duration analysis. Van den Berg (2001) stresses that the results of single spell proportional hazard models have to be read with caution. Following their line, Lüdemann et al. (2004) and Wilke (2004) seek to provide more robust evidence on the effect of individual characteristics on unemployment durations using the IABS.
In view of this mixed and partly inconclusive evidence based on the two different data sets, the aim of this paper is to explicitly compare the information on unemployment durations contained in the IABS and the GSOEP, and to study to what extent standard duration models based on the two data sets yield similar results. We check the robustness of the results in terms of data source, definition of unemployment and model specification. We do this by extracting two comparable samples from both the IABS and the GSOEP, and by providing descriptive as well as econometric evidence on the length, the temporal structure and the determinants of unemployment durations in West Germany for the years 1983 to 1997. By doing so, we are also able to highlight the strengths and weaknesses of both data sets for the purpose at hand. The main advantage of the IABS is its large sample size and the fact that it is derived from administrative data. A disadvantage of the IABS is the lack of explicit information on registered unemployment. On the other hand, an important advantage of the GSOEP over the IABS is the large variety of individual and household characteristics that can be related to individual unemployment duration. Another advantage of the GSOEP is the detailed monthly employment calendar which also contains information on registered unemployment. However, a clear disadvantage of the GSOEP is its relatively small sample size and the fact that the retrospective information in the employment calendar is likely to be affected by recall error and the specific design of the questionnaire (compare Jürges (2004) and the discussion below).
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The rest of the paper is organized as follows. Section 2 provides more details about the two data sets and presents first descriptive evidence on the length and the distribution of unemployment durations. Section 3 then discusses the results of some duration models and compares to what extent both data sets yield similar results. Section 4 concludes the paper.
Data
We use three different samples for our estimations. Two samples were extracted from the IABS 1975 IABS -1997 and one was extracted from the GSOEP. All three samples cover the period 1983 to 1997 and contain the same set of regressors for West German individuals aged 26 to 48 years when entering unemployment. The age limit of 48 years was chosen in order to avoid problems with early retirement programs that have been widely used in the period under consideration.
The IABS is based on German register data. It is a one percent random sample drawn from the population of gainfully employed individuals who are covered by social insurance.
See Bender et al. (2000) for more details about the IABS. The IABS contains employment trajectories with daily information on employment periods and compensation transfers from the Federal Employment office (BA) of about 500K individuals. The recorded transfer payments are unemployment benefits (ALG), unemployment assistance (ALH) and maintenance payments during training measures (UHG). The unemployment information in the IABS is incomplete insofar as it only includes information about the receipt of unemployment compensation transfers from the Federal Employment Office (BA) during a period of nonemployment. It does not include explicit information on periods of registered unemployment as periods without unemployment compensation transfers are not recorded. Unemployment spells have therefore to be constructed from the individual employment and transfer trajectories using a particular definition of unemployment. In this paper we use two proxies for unemployment in the IABS as introduced by Fitzenberger/ Wilke (2004) : nonemployment (IABS-NE) and unemployment between jobs (IABS-UBJ).
The first proxy comprises all nonemployment periods after an employment period in which the individual received unemployment compensation from the BA for at least one 3 day. The nonemployment period is regarded as censored (at the end of the benefit payment) if the last record involves an unemployment benefit payment that is not followed by an employment spell. The second proxy requires an employment period before and after the nonemployment period and a continuous flow of unemployment compensation during this period. Both IABS-NE and IABS-UBJ periods therefore require transfer payments from the BA. In addition, the IABS samples are conditional on ALG or ALH as the first compensation payment during the unemployment period, i.e. unemployment periods starting with UHG are excluded. IABS-NE is a broad proxy with possibly upward biased unemployment durations as it contains also periods which may not be related to unemployment. IABS-UBJ is a narrow proxy that ensures that any duration time corresponds to registered unemployment.
It is selective by conditioning on a future employment period since in particular individuals with very long unemployment spells who never leave to employment are not considered.
Given these definitions, one might wonder to what extent IABS-NE and IABS-UBJ spells overlap with times of benefit receipt. In the case of the IABS-NE subsample, about 70.1 % of the spell lengths represent times where the individual received unemployment compensation from the employment office. By construction, the length of IABS-UBJ spells coincides almost entirely with times of unemployment compensation receipt. For further details about the unemployment proxies, see Fitzenberger/Wilke (2004) . To be comparable with the GSOEP, we created monthly spell length information from the IABS data by rounding towards the nearest integer and by dropping all observations shorter than half a month.
The GSOEP is a representative German panel survey that was started in 1984 in West Germany and extended to East Germany after reunification in 1990 . See Haisken-DeNew/Frick (2003 for more details about the GSOEP. As we are interested in the period 1983 to 1997, and in order to be comparable to the IABS, we use the West German part only. This part of the data also contains over-proportionally many individuals of foreign nationality living in West Germany. We do not use information on these individuals as it is unclear how observations in duration models have to be weighted to account for oversampling of certain individuals. As a result, we also dropped foreign individuals from our IABS sample.
The GSOEP contains a monthly retrospective employment calendar that records in which months (if any) in the year prior to the interview the individual was registered unemployed. It is important to note that this retrospective information may be subject to measurement error if individuals do not (or do not want to) remember when or even whether at all they were unemployed. For example, Kraus/Steiner (1998) found clear heaping effects in the GSOEP unemployment data at the end of each year. Furthermore, by comparing retrospective with contemporaneous unemployment information, Jürges (2004) concludes that up to one quarter of all retrospectively reported unemployment spells in the GSOEP may be subject to error, and that the amount of error may be related to other observed characteristics.
In both the IABS and the GSOEP, we use all unemployment periods after an employment period. Note that we do not distinguish between part-time and full-time employment.
This should especially be borne in mind when interpreting the results for women. Moreover, we restricted unemployment spells to begin before 1 January 1997. Moreover, all unemployment information is cut off at 31 December 1997. This induces systematic right censoring in the IABS-NE and GSOEP samples. By construction, IABS-UBJ is a subset of IABS-NE, and we expect longer unemployment periods for the IABS-NE proxy since right censored durations without exit to employment are expected to be longer than periods with observed exit to employment. For our analysis we construct separate samples for males and females, i.e. in fact we have two times three samples.
As indicated in the introduction, a particular relevant aspect of unemployment durations is their possible relationship with the system of unemployment compensation, in particular the length of entitlement periods and the level of benefits. Such a relationship is suggested by job search models (see e.g. Mortensen (1986) ) and is highly relevant from a policy point of view. Several changes of the German unemployment compensation system were conducted during the 1980s and 1990s. One consequence of these reforms were gradual changes in the maximum entitlement period for ALG for individuals aged over 41 years as summarized in Table 1 . In our analysis, we use this information on maximum entitlement periods, but emphasize that these may differ from actual entitlement periods if the individual's prior employment record does not meet certain minimum employment durations. Another potentially important aspect of the unemployment compensation is the income replacement ratio, i.e. the level of ALG (or ALH) relative to the previous net wage ('pauschaliertes Nettoentgelt') of the individual. In 1994, this replacement ratio was cut from 68 % to 67 % for ALG recipients with dependent children (from 63 % to 60 % without children) and from 58 % to 57 % for recipients of ALH (from 56% to 53 % in the case without children). Given these institutional rules, we constructed a variable for the individual replacement ratio. In the case of ALH, the final level of the transfer may differ because ALH payments are means tested.
Moreover, the individual may receive social assistance in addition to the unemployment compensation. More details on the reforms of the unemployment compensation system during the 1980s can be found in Hunt (1995) and Plaßmann (2002) . As pointed out by Hunt (1995) , institutional changes can help identify the effect of maximum entitlement periods and the income replacement ratio on the duration of unemployment as given individuals may change their search behaviour in reaction to the reform and because different individuals with the same characteristics can be compared before and after the reform.
- Table 1 about here - Tables 2 and 3 give a descriptive summary for the six samples. Sample sizes for the IABS samples are in the range of ten thousands whereas, at around 500 observations, they are much lower for the GSOEP samples. There are more observations for females in the GSOEP compared to the IAB samples. This is not due to the conditioning on transfer payments during the unemployment period since the share of non-recipients in the GSOEP sample is almost independent of gender. As expected, the average IABS-NE spell length is greater than the average IABS-UBJ spell length. The amount of censoring is between 7% and 23%. We observe less censoring in the GSOEP, and the amount of censoring diverges when we compare men and women. When we look at the other variables we find that descriptive statistics for the two IABS proxies are much more similar to each other than to those of the GSOEP sample. The conditioning on future employment in the IABS-UBJ proxy does not affect the sample averages of many observed regressors. We only observe remarkable deviations in the length of the previous employment spell and for males in the composition of the blue/white collar variable. Since average unemployment duration for IABS-UBJ is less than half of IABS-NE for males and females, the selection seems to be due to unobserved terms. As remarked by Lüdemann et al. (2004) , work history variables such as the length of the previous employment spell, whether the individual in question was unemployed before or whether it was rehired by the previous employer have high explanatory power for long term unemployment without exit to employment. The composition of these variables is therefore likely to change if one conditions on future employment as in the IABS-UBJ proxy. We observe this for the length of the previous employment spell but not for the recently unemployed. Note that information on job recall is not available in the GSOEP and is therefore not considered.
We observe that in the GSOEP sample there are more individuals with children, more married individuals and that individuals tend to have higher educational degrees than in the IABS. The regional distribution and distribution over the business sectors is very similar for all samples. White collar workers are much more numerous, and wages tend to be higher in the GSOEP sample. The distribution over the quintiles of the wage distribution is similar for women but for men, the GSOEP distribution appears rather different and somewhat implausible because of the high share of high-wage earners. The distribution over the type of unemployment compensation transfer at the beginning of the spell shows that in the GSOEP sample we have 10 − 15% of individuals without any transfer payment. We observe fewer ALH recipients in the GSOEP.
-Tables 2 and 3 about here -Descriptive results not reported here suggest that the differences between the IABS samples and the GSOEP are not due to the group of individuals who do not receive any form of unemployment support (these individuals are not covered by the IABS), as -judged from the GSOEP -this group is relatively small and the probability of belonging to it is not systematically related to any of the above characteristics. The differences are also unlikely to be caused by differences in variable definitions which appear comparable in most cases. For example, the variables 'vocational training', 'university' and 'blue'/'white collar' refer to generally accepted definitions of educational qualification ('Lehre' and 'Universitätsabschluss') and occupational status ('Arbeiter' and 'Angestellte'). The wage information refers to gross wages. These are given as daily gross wages ('Tagesentgelt') in the IABS and as monthly gross wages divided by 21 working days in the GSOEP. In the econometric analysis, this wage information is not used directly but in the form of whether an individual belonged to a particular wage quintile of the total population of wage earners in the last year of his or her last employment spell. For example, individuals who entered unemployment from a low-paid job belong to the first wage quintile.
Rather than being caused by differences in variable definitions we suspect that differences between the IABS and GSOEP samples are due to the fact that the IABS is an administrative data set collected among employers whereas the GSOEP is based on selfreported individual survey information. For this reason, we expect the two data sources 7 to be affected by measurement error in a very different way. For example, we expect that variables in the IABS that are not directly related to the purpose of recording wage and employment information for social security purposes to be affected by measurement error to a larger extent than in the GSOEP, because employers face no sanctions if the corresponding information is incorrect. It is known that this concerns in particular the information on children, marital status and educational qualifications (see e.g. Fitzenberger (1999) On the other hand, for the reasons mentioned above, we expect the GSOEP information on unemployment durations to be affected by measurement error to some extent, because the design of the questionnaire for this question might tempt interviewees to round retrospectively reported unemployment information to 12 months. Figures 1 and 2 show the cumulative distribution function of unemployment durations in the all the six samples considered. For men, the distribution of the GSOEP durations lies everywhere between the distributions of the wide and the narrow unemployment definition of the IABS. This is an indication that for men the length of (self-reported) registered unemployment is between the IABS proxies. For women, this only seems to be the case for durations up to 20 months, after which the GSOEP durations have practically the same distribution as the narrowly defined unemployment durations in the IABS.
Figures 3 and 4 present unconditional hazard functions for the different samples. (These hazards were estimated non-parametrically using a kernel smoother and an optimally chosen bandwidth). The shape of the GSOEP hazards differs considerably from the shape of the two hazards based on the IABS data. For both men and women, the latter two have a relatively flat peak at around 20 months, whereas the GSOEP hazard has a pronounced peak at around 12 months. This peak at 12 months might be related to the fact that individuals tend to round retrospectively reported unemployment durations. It is remarkable that GSOEP and 8 IABS differ considerably in this important aspect of unemployment durations.
-Figures 1 to 4 about here -

Estimation results
Cox proportional hazard model
In order to investigate further to what extent the two samples share the same information on unemployment durations, we estimate the Cox proportional hazard model The results for men in Table 4 show that both IABS and GSOEP yield a similar age pattern, i.e. individuals aged more than 35 years have lower exit probabilities from unemployment than younger ones, although this pattern is less marked for the IABS-UBJ definition. Married individuals have higher hazards in the IABS, whereas no such effect can be measured in the GSOEP. On the other hand, men with children face higher hazards for leaving unemployment in the GSOEP and in the IABS-NE but not in the IABS-UBJ.
As to the influence of educational qualifications, the conclusions from both samples also differ. University education appears to increase the hazard in the GSOEP when compared to vocational training but not in the IABS. Similarly, white collar workers have significantly lower hazards than blue collar workers in the IABS, while there is no such effect in the GSOEP. As discussed above, some of these differences may be related to the fact that some variables in the IABS such as the ones referring to educational qualifications or the number of children are less reliable.
- Tables 4 and 5 about here -An advantage of the IABS is that it allows one to trace out statistically significant differences in re-employment hazard across regions, sectors of the economy and income classes, which is not possible in the GSOEP. For example, the IABS results in Table 4 show that workers in Bavaria find it much easier to end unemployment than those in other regions,
whereas the corresponding results for the GSOEP are not statistically significant. Both IABS and GSOEP show that low-wage earners have significantly lower re-employment probabilities, but the effects for other income classes are insignificant in the GSOEP. Contrary to the findings in the IABS, there is no statistically significant relationship between the hazard rate and the length of the previous employment spell in the GSOEP. In principle, the large number of insignificant effects in the GSOEP may be due to the smaller sample size and/or due to a larger amount of measurement error in the dependent variable. In order to investigate this last possibility, we re-estimated all models in this paper for a randomly drawn subsample of the IABS, the size of which was identical to that of the GSOEP. The results of this exercise suggest that sample size is the reason for lower levels of statistical significance in the GSOEP, as the results for the randomly drawn IABS subsample showed even less statistical significance than those of the GSOEP. The results in Table 4 also show that, in both IABS and GSOEP, having been unemployed in the last 12 months significantly increases the probability of returning to employment quickly. This effect is probably due to seasonal employment.
As to the effect of maximum entitlement periods, the IABS yields a negative relationship, i.e. longer maximum entitlement periods are associated with lower exit probabilities as predicted by search theory. It is interesting to note that this pattern is much less pronounced and also statistically less significant in the case of unemployment between jobs (IABS-UBJ).
The question of whether such a monotone relationship can be interpreted as evidence for a disincentive effect will be discussed in more detail below. In contrast to the IABS, the GSOEP results suggest that increasing the maximum entitlement period from 1 -12 months to 13 to 24 months does not significantly change the hazard rate. By contrast, very long entitlement periods of 25 or more months seem to increase the rate of leaving unemployment in the GSOEP, which is at odds with search theory. As discussed in the introduction, such statistically insignificant or implausible results can be found in much of the literature on unemployment duration in Germany using the GSOEP. In Table 4 , the category of zero months of unemployment benefits also includes the case of ALH. If one replaces the dum-mies indicating maximum entitlement periods by two dummies indicating ALG and ALH, then both GSOEP and IABS yield the statistically significant result that recipients of ALH have longer unemployment durations than recipients of ALG. Note that, in line with theoretical predictions, both data sets yield a significant and sizeable negative effect of higher replacement ratios on the probability of leaving unemployment. that an originally negative effect -as correctly estimated in the IABS -is compensated by end-of-the-year rounding in the GSOEP, which produces disproportionately many spells that end in December. Finally and surprisingly, Table 4 shows that neither IABS nor GSOEP measure a significant relationship between individual hazards and aggregate outflow rates from unemployment. (1995) , the idea here is to separate as good as possible the effects of age, macroeconomic environment and changes in entitlement periods.
The results of this exercise are shown in Tables A1 and A2. The estimates for men (see Table A1 ) again indicate a generally positive relationship between the length of the entitlement period and unemployment duration in the case of the non-employment sample (IABS-NE). The pattern for unemployment between jobs is similar but weaker. Although the coefficients are statistically significant individually, the size of the standard errors, especially in the case of the IABS-UBJ, casts doubt on whether differences between them are also significant. Explicitly testing for these differences, we find that for both the IABS-NE and the IABS-UBJ, the hypothesis that all seven coefficients are equal is clearly rejected, as well as the hypothesis that the first six, five, four, three and two of them are equal. Pairwise comparisons between individual coefficients also yield statistically significant differences in the large majority of cases.
- Tables A1 and A2 about here -An important question is to what extent these differences can be interpreted as evidence for a causal disincentive effect. First of all, it should be noted that the coefficients for entitlement periods over 22 months probably suffer from a selection effect as these maximum entitlement periods can only be reached by individuals who have entered unemployment before age 49 (this is a feature of our sample selection) and have stayed so for at least one
year (or five years in the case of a maximum entitlement period of 32 months, see Table   1 ). These individuals are likely to represent bad risks, biasing the corresponding coefficients.
More generally -and despite the additional variation introduced by the reforms -it seems very difficult to identify causal effects of changes in entitlement periods on the duration of unemployment. The problem is that long maximum entitlement periods can only be reached by older individuals. It is very likely that older workers faced very different labour market conditions than younger workers, especially during the times when the reforms came into force. After all, one motivation of the reforms was to soften worsening labour market conditions for the elderly. In this sense, the reforms were endogenous, biasing estimation results if these worsening conditions for older workers are not explicitly controlled for (which seems difficult). Moreover, the proportional hazard model assumes that a change in the entitlement length proportionally shifts the hazard rate over the full duration time. This restriction is rather implausible for long durations when ALG entitlements have already been exhausted, possibly adding further biases. However, the point for our analysis is not so much whether the relationship between entitlement periods and unemployment duration is causal, but that it can be measured in the IABS, whereas it is hard to measure it in the GSOEP. In order to test the robustness of our results we therefore estimated in addition a number of further models that take into account unobserved heterogeneity. The models we estimated fall into the category of so-called accelerated failure time models (AFT models, see e.g. Kalbfleisch/Prentice (2002)). AFT models model the log of the unemployment duration of individual i as
where u i has density f (·). For our analysis we used as densities the normal density (leading to the log-normal model), the logistic density with parameter γ (leading to the log-logistic model) and the gamma density with parameters κ and σ (leading to the gamma model). We did not use the widely employed Weibull or exponential models as they assume a monotonic or even constant hazard, which seems to be ruled out by Figures 5 and 6 (a non-monotonic hazard cannot be the result of a pure sorting effect). Also note that (2) does not allow for time-varying covariates.
Model (2) implies a hazard rate
where F (·) denotes the cumulative distribution function corresponding to f (·). Unobserved heterogeneity can be incorporated into the accelerated failure model by perturbing this hazard rate multiplicatively, i.e.
where α is usually assumed to follow a gamma distribution with expectation one and variance θ. In this context, the individual effect α is also called 'frailty'. The model can be estimated by deriving the unconditional hazard, i.e. by integrating out the 'frailties' α, taking into account that multiple spells of the same individual share the same α.
Our results for the accelerated failure time models are shown in Tables A3 to A6. Note that in these models, the interpretation of the coefficients is reversed when compared to the Cox results in Tables 4 and 5: positive (negative) coefficients increase (decrease) the unemployment duration and therefore reduce (increase) the hazard rate. The estimates for the log-normal model were very similar to the ones of the log-logistic model and are therefore not reported. The results for the log-logistic model for men in Table A3 show that most of the conclusions drawn from the Cox model also hold when unobserved heterogeneity is modelled.
In particular, the IABS results indicate a statistically significant positive relationship between longer entitlement periods and longer unemployment durations, while no such effect can be measured in the GSOEP. The only important difference compared to the Cox results is that in the case of the IABS, the relationship between higher replacement rates and longer unemployment durations does not hold when taking account of unobserved heterogeneity.
The last line of the table further shows that the hypothesis of no unobserved heterogeneity is overwhelmingly rejected for both IABS and GSOEP in this model.
The results for the log-logistic model for women given in Table A4 are also very similar to the results of the Cox model. The results for the IABS show a positive relationship between maximum entitlement periods and unemployment durations, but this relationship is not statistically significant. As in the case of men, the AFT estimates yield no statistically si-gnificant association between replacement ratios and unemployment durations. Interestingly, in the case of the GSOEP, the hypothesis of no unobserved heterogeneity is not rejected. Tables A5 and A6 present the corresponding results for the gamma model. With two parameters, the gamma model is more flexible than the log-logistic or the log-normal model.
However, this added flexibility also led to convergence problems in the case of the GSOEP and the IABS-UBJ (female sample) where we do not report any results. The results of the gamma model in Tables A5 and A6 are very similar to the ones of the log-logistic model. In particular, there is a statistically significant association between longer entitlement periods and longer unemployment durations for men in both the IABS-NE and the IABS-UBJ. There is no such relationship for women. The only important difference between the log-logistic and the gamma estimates is that the hypothesis of no unobserved heterogeneity cannot be rejected in the gamma case.
Conclusion
In this paper we compared the information on West German unemployment durations contained in the two data sets that are in principle suited to study this question, the IAB employment subsample (IABS) and the German Socio-Economic Panel (GSOEP). We checked the robustness of the results by employing different duration models and definitions of unemployment. Our results suggest that there are similarities but also important differences.
Starting with the similarities, both data sets yield a similar age pattern of unemployment duration for men (men aged over 35 years face longer unemployment durations) and agree in that there is no clear age pattern for women. They also agree with respect to the effect of a number of other variables on unemployment duration. For example, in both the IABS and the GSOEP, having been unemployed during the last 12 months increases the probability of leaving unemployment. This finding is clearly related to seasonal unemployment. Another finding common to both data sources is that individuals receiving unemployment assistance experience longer unemployment spells than those receiving unemployment benefits, and that higher replacement ratios are associated with lower unemployment exit rates (although this latter relationship did not prove robust with respect to changes in model specification).
However, there are also important differences. A first difference is that hazards in the GSOEP first increase until about 12 months and decrease afterwards, whereas they keep increasing until about 20 months in the IABS. It is unclear what causes this remarkable difference. A possibility is that these differences are related to rounding errors in the GSOEP in the sense that the yearly questionnaire design of the GSOEP makes interviewees report more often full 12 months of unemployment where in fact a different number of months were experienced. This rounding errors may also be reflected in the fact that in the case of the IABS, hazards are c.p. lower in December (reflecting unfavourable labour market conditions in winter), while in the case of the GSOEP the hazard of ending unemployment in December is, other things equal, much higher. On the other hand, the peak in the hazard at 20 months in the IABS may also appear surprising as in many cases unemployment benefits end after 12 months suggesting that individuals are unemployed for exactly 12 months more often.
However, since the IABS is derived from administrative data on actual flows of transfer payments, its results seem much more credible in this respect than the GSOEP data.
Another difference between the IABS and the GSOEP is that the GSOEP often yields insignificant coefficients when estimating duration models with a large number of explanatory variables. This is generally not the case if one uses the IABS. We argued that this is due to the much larger sample size of the IABS rather than due to measurement error that adds noise to the estimated effects. In some cases, IABS and GSOEP differ in their predictions concerning the influence of individual covariates. For example, the GSOEP suggests that individuals holding an university degree have higher re-employment hazards, while this is not the case for the IABS. An important difference between results based on the IABS and the GSOEP is that the IABS yields a statistically significant relationship between long maximum entitlement periods and long unemployment durations. This result was both robust with respect to model specification and the definition of unemployment. However, we argued that one should be very cautious not to interpret such a relationship as a causal disincentive effect. We also showed that this relationship is weaker in the IABS-UBJ sample.
Overall, we conclude that the IABS adds a lot of new possibilities to the analysis of unemployment duration in Germany and leads to more significant results that are also more robust with respect to changes in model specification. The analysis of the effect of the unemployment compensation system yields new evidence, although a definite answer to the question of whether long entitlement periods and high replacement ratios lead to longer unemployment durations is still missing. This suggests that further research is warranted.
Appendix
- Table A1 about here -- Source: Hunt (1985) , Plaßmann (2002) 
